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SUMMARY 


The Gabonese economy is continuing its economic boom. The 
boom, touched off by the quadrupling of world oil prices 

and the doubling of Gabon's oil production, is also supported 
by Gabon's exports of wood, manganese and uranium. Revenues 
increased substantially in 1974 and should show further 
increases in the next several years. Expenses have also 
increased, as Gabon is using its revenues to try and develop 
the economy. Thus, there is and will continue to be a great 
deal of economic activity in Gabon. Gabon has a stable, 
pragmatic government which follows the liberal economic 
policy of encouraging private foreign investment and manage- 
ment. The Government's policy of economic nationalism 
(Gabonization) is a moderate one and does not seek to drive 
out or discourage foreign firms -- only participate with them. 
For these reasons American firms have an excellent oppor- 
tunity to obtain large contracts and make substantial sales 
in Gabon. The Embassy, backed by the Departments of Commerce 
and State in Washington, stands ready to assist American 
firms in any way possible. END SUMMARY. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Economic Boom Continues 


The Gabonese economy, which has been booming for the last severai 
years and which has given Gabon the highest per capita income in 
Black Africa, is continuing its rapid expansion. The boom, which 
is principally fueled by the rapid increase in Gabonese oil 
revenues, is expanding into other sectors of the economy. The 
last year has seen increased economic activity of all kinds in 
Gabon, and this will continue in the immediate future. The most 
visible example of this activity is the large amount of construc- 
tion in evidence everywhere. Factories, houses, office buildings, 
apartment houses, hotels, roads, schools and hospitals are being 
built throughout the country. In the past year, a great ceal of 
activity went into building. up Gabon's transportation and power 
infrastructure. While infrastructure projects will continue to 


be important, the next several years will see increasing emphasis 
on industries to process Gabon's natural resources in Gabon and 
allow the country to receive the highest possible price for its 
goods. Import substitution industries will be less important in 
the short term, basically because of the small size of the market, 
but some, primarily involved in the fabrication of intermediate 
industrial products such as cement, will be established. 


Natural Resources Wealth 


Gabon's economic boom has been mainly fueled by the wealth of its 
mineral resources. First among these is oil. In 1974, Gabonese 
production topped 200,000 barrels per day for the first time, and 
Oil exports earned 144.5 billion CFA ($657 million) or 70.8% of 
the Government's export revenues. Production in 1975 is expected 
to total 250,000 b/d and revenues increase accordingly. Produc- 
tion from presently known reserves is expected to peak in 1976-77 
at around 275,000 b/d, and decline 10% each year over the next 
five years. Thus, even if no new finds are made, Gabon can expect 
significant revenues from oil until at least the early 1980's. 
Exploration is currently going on -both offshore, where most of 
the current production is found, and onshore, where exploration 





is very expensive because of the dense forest. Most oil 
sources are confident that additional exploitable oil will 
be found. One American oil company source said he believed 
Gabon was good for at least another fifteen years of sig- 
nificant oil production. 


The second most important source of export revenue in 1974 
was wood, which provided 27.7 billion CFA, or about $126 
million, in spite of the ban on cutting in force during the 
last quarter because of the depression in the world wood 
market. Revenues from wood will show a significant drop 

in 1975, perhaps only reaching 60% of 1974 revenues, because 
the wood crisis affected 1975 to a much greater degree. 
Revenues will not return to 1974 levels until the world 
(Western) economies solve their current recessionary problems. 
On the positive side, previously unexploitable hardwoods will 
be harvested in future years as Gabon improves its road 
system and builds a railroad, and processing of wood in Gabon 
will increase with the expansion of the plywood factory and 
construction of a pulp mill. 


Manganese remained the third most important foreign exchange 
earner in 1974, providing 17.3 billion CFA ($78.6 million) on 
a production of 2.4 million tons. This was 8.5% of Gabonese 
export earnings. Production will gradually increase in the 
next several years, eventually reaching between four and five 
million tons in the early 1980's after the arrival of the 
Transgabon Railroad at the mine. The remainder of Gabonese 
export earnings were provided by diverse enterprises, prin- 
Cipally small "family" wood producers and cloth manufacturers, 
and by uranium. Revenues from uranium increased by 50% to 
2.9 billion CFA ($13.2 million) and, while production should 
remain constant, revenues will increase significantly in 

1975 because of the 163% price increase announced in April 
1975 to be effective for all of 1975. Gabon also has a 

large iron deposit at Belinga in the northeast, and Bethlehem 
Steel began a two-year drilling program in 1975 to determine 
exactly how much iron there is and its quality. The mine 

at Belinga is currently expected to open in the early 1980's, 
when the Transgabon Railroad is scheduled to reach Belinga. 


Budgets and Plans 


The 1975 budget, which is a balanced budget of 151 million 
CFA (about $686 million) was much larger than the 1974 budget 
because of Gabon's great increase in revenues. Whereas 

the 1974 budget was about evenly divided between development 
and administrative expenses, 70% of the 1975 budget is con- 
secrated to development. The 1976 budget, which has been 





adopted in preliminary form, is balanced at a level of about 
$877 million, of which, again, about 70% is devoted to 
development. 


Gabon's current five-year plan ends in 1975. The Government 
has decided to postpone the beginning of the next five-year 
plan for one year until 1977. Thus, the planning for 1976 
will be reflected in the 1976 budcaet. 


In the past several years, Gabon has basically concentrated 

on developing its primary mineral industries and its infrastruc- 
ture. Agriculture has been virtually neglected, and as a 

result Gabon imports most of its food. This is expected to 
change with the new plan, and agriculture will be the main 
sector of emphasis. Originally, the emphasis will be on 
increasing the production of the staples of the African popu- 
lation such as manioc and bananas in order to meet the increased 
demand for food expected as African workers arrive to work 

on the Transgabon Railroad. The second goal will be to en- 
courage the production of fruits and vegetables, corn, rice 

and cattle; first as import substitutions, and eventually in 
order to export to neighboring countries. 


Transgabon Railroad - The Work Begins 


The number one Gabonese development project remains the Trans- 
gabon Railroad. Actual work finally began in 1975, and the 
thirteen company European consortium that is building the 
railroad -- EUROTRAC -- is making good progress. The work 
currently being done mainly consists of clearing the railbed, 
terracing, and preparation of the station sites. Work has 
also begun on the railroad's largest bridge’ located near 
Franceville. Completion is still considered likely by 1980, 
and the first transportation of logs by rail from the mid- 
point of the railroad could take place as early as 1978. 

Plans are still being made for the third leg of the railroad 
to go up to the iron mines of Belinga in the northeast. A 
German engineering firm involved in EUROTRAC -- Philip 

Holzman -- is currently doing the preliminary engineering 
study for this leg, and it is still expected that construction 
of this lea will begin in 1979 for 1983 completion. 


There has also been some preliminary talk about a fourth 

leg for the Transgabon going down to Gabon's second largest 
city and center of the oil and wood industries, Port-Gentil. 
No decision has been taken or studies made on this idea, and 
it is unlikely that any construction would begin until at 
least 1985. 





Dark Spots 


The Gabonese economy, despite its basic strength and over- 

all generally favorable outlook does suffer from two main 
problem areas: a small labor force and inflation. Because of 
the small Gabonese population, there is not a great deal of 
labor to begin with, and because of the Gabonese economic 

boom, there are more jobs than Gabonese to fill them. There 

is no unemployment. There is also a special lack of skilled 
labor. Because of this problem, there are a large number of 
non-Gabonese working in Gabon -- French, Cameroonian, Dahomeyan, 
Nicerian and Togolese being the largest groups. 


A more serious problem in the short to medium term, however, is 
inflation. Gabon has always been one of the most expensive 
countries in Africa because so much, including most food, is 
imported. However, the situation has worsened in the last 
several years because of the Gabonese economic boom, which has 
pumped a great deal of money into the economy without increasing 
the supply of basic products, causing rapid price increases. 
While this is "good" inflation in the sense that it is caused 

by an expanding economy, it is something that the Government 
will have to eventually control. This is particularly true for 
the prices of the basic necessities of the African worker 
population who are the hardest hit by price increases and who 
are necessary supports for the Gabonese economic boom. Increas- 
ing prices in this sector will also make it more difficult to 
attract workers from neichboring African countries to come to 
work in Gabon on projects such as the Transgabon Railroad. 

The Government tried to solve the problem by instituting a 
system of price controls in January 1975. However, these 

were only effective for a short time because the Government 
failed to consider the interests of the sellers of products, 

and supplies dried up, leading to the development of a black 
market with higher prices. The Government is currently studying 
a program of price controls which will take the interests of 
both the consumers and merchants into consideration. 


IMPLICATIONS FOR THE UNITED STATES 


Current U.S.-Gabonese Economic Relations 


President Bongo is very pragmatic and knows that his country 
needs foreign private investment, management and technology. 
During his trip to the United States in August 1973, President 
Bongo encouraged American businessmen to come to Gabon, look 





around and see for themselves the economic activity going on 
in the country and how profitable it can be for investors. 
Relations between Gabon and the United States are warm and 
our economic relations are strong. 


In 1974, $157.9 million in Gabonese exports went to the United 
States, principally oil and manganese. This was about 17 
percent of total Gabonese exports, up from 1973's percentage 

of 10 percent. Imports from the U.S. in 1974 totaled $78.8 
million or nearly 18 percent of total Gabonese imports in 1974. 
In recent years, imports from the U.S. have chiefly been air- 
craft and large equipment for earthmoving, manganese operations 
and oil exploration. In 1973 the U.S. had an unfavorable 

trade balance of $10 million with Gabon, and in 1974 we imported 
$79 million more from Gabon than we exported, an increase 
brought on chiefly by the increased quantity of Gabonese oil 
imported by the United States. 


Greater trade was made difficult by the small size of the 
internal market, the necessity of doing business in French, and 
traditional trading patterns with Europe, especially France. 
There are, however, especially good opportunities for Americans 
interested in investing in Gabon as the Government is interested 
in diversifying its sources of investment. Current U.S. 
investment here is second only to France and is over $170 mil- 
lion. Gabon has money to spend and has embarked on an ambi- 
tious development program. Roads, factories and ports are 
being built and new industries being established. Obviously, 
foreign private investment will be necessary to carry out these 
plans. 


Gabonization 


President Bongo has adopted a policy of Gabonization. However, 
unlike the case in some countries of the world, this is not a 
threat to the American investor. Gabonization can perhaps 

best be described as joint participation. When a new company 

or industry is established here, the Gabonese receive 10 per- 
cent of its stock for free, with the option of increasing their 
participation up to 60 percent by purchasing additional stock 

at a price agreed upon by the company and government. It is 
also necessary that the company headquarters be located in 

Gabon and that a Gabonese be its Director. However, there have 
been no problems with this system as the companies have received 
fair prices for their shares taken by the Gabonese Government. 
Thus, when Gabon increased its participation in SOMIFER (which 
has the concession for the Belinga iron mine and in which 
Bethlehem Steel had a 50 percent interest), an agreement on 

the price to be paid for the shares by the Government was worked 





out easily, amiably and to the satisfaction of the foreign 

firms involved. This is obviously a reflection of the President's 
pragmatic nature. On the one hand, he knows that Gabonese 
participation is necessary for the well-being of his country. 

But, on the other hand, he realizes that foreign private in- 
vestment and skills are equally necessary for the well-being 

of his country and that foreign firms must be treated fairly. 


Opportunities for U.S. Business 


There are many opportunities for U.S. business in Gabon, some 
of which have been mentioned above. The fastest growing 
imports are heavy equipment, air conditioning equipment, trucks 
and airplanes. Since Gabon's road system is difficult to use 
during the rainy season, most communication with the interior 
of the country is by air. Gabon has over 120 airports and, in 
the next few years, a sizeable portion of Gabon's domestic 

air fleet will have to be replaced. Mining also offers 
opportunities. The Gabonese jungle is so dense that prospecting 
has never been carried out in a very complete and thorough 
manner, and there are indications that there may be other un- 
discovered mineral deposits in the country. Fishing is also 
underdeveloped. There are reportedly harvestable quantities of 


shrimp and lobster off-shore, but only several small companies 
that sell their catch on the local market are currently opera- 


ting, and they are unable to meet local demand. No fish are 
exported. 


There are several other large projects that would appear to be 
especially interesting to American firms. Construction of a 
pulp mill at Kango began in 1975, and all of the necessary 
equipment for the plant, which will have a capacity of 250,000 
tons, has not yet been purchased. The Government is planning 
on constructing a mineral port at Santa Clara just north of 
Libreville to handle the export of minerals evacuated by the 
Transgabon Railroad. An American firm, Soros Associates, is 
doing the engineering studies and designs for the port. Con- 
struction of the $120 million port is expected to begin about 
1981. The Government also plans to build a ferromanganese 
plant in Franceville to process the manganese found in nearby 
Moanda. Union Carbide has 10% of the shares of the company 
formed for this purpose. The plant is planned for completion 
about 1981, at the same time that a large dam at Grand Poubara, 
which will provide power for the factory, is scheduled for 
completion. A feasibility study for the dam is currently being 
done by the French firm Electricite de France, preliminary 
results of which should be available in early 1976. A new, 





larger international airport is also being built in Libreville, 
there is a program for the construction of several hospitals 
and clinics throughout the country, and several new hotels are 
planned. 


The U.S. Government currently assists Gabon through loans, 
guarantees and insurance from the U.S. Export-Import Bank 

and Overseas Private Investment Corporation. The Peace Corps 
is also active in Gabon, and USAID will furnish a $5 million 
soft term loan for feeder roads on the Transgabon Railroad 
project. U.S. Foreign Military Sales (FMS) credits are also 
available for military equipment sales to Gabon. The U.S. 
Embassy in Libreville stands ready to aid any American business- 
man with briefings, help in securing appointments and any 
other necessary assistance. Generally, successes that have 
been achieved by American businessmen in Gabon have resulted 
from on-the-spot visits by officials capable of dealing in 
French. 
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